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Finland Devalues Markke ea 


On July 4 the Bank of Finland announced the devalua- 
tion of the Finnish currency from a rate of 136 markkas 
per U.S. dollar to a rate of 160 markkas. The President 
of the Bank declared that devaluation of the currency 
was necessary because of the difficulties facing Finnish 
export industries on the world market. The rate of 136 
markkas per U.S. dollar had been in force since October 
1945, after two devaluations earlier in that year. On 
June 1, 1945 the rate was changed from 49.35 markkas 
per U.S. dollar (which was close to the prewar rate) to 
86.30 markkas, and on July 28, 1945, to 120.80 markkas. 


Before the devaluation announced this week, the Fund 
was consulted by the Finnish authorities. The change in 
the exchange rate was recognized by the Fund as a further 
necessary step toward reconciling domestic and foreign 
prices without impairing domestic stability. Finland has 
no par value agreed with the Fund. 


Sources: International Monetary Fund, I/nternational 
Financial Statistics, Washington, D. C., “June 
1949; The Washington Post, Washington, D. C., 
July 5, 1949; The Wall Street Journal, New 
York, N. Y., July 5, 1949. 


Costa Rican Repurchase From IMF 


The first transaction in which a member of the Inter- 
national Monetary Fund repurchased some of its own cur- 
rency from the Fund with gold and United States dollars 
was made in May by Costa Rica. The amount of the re- 
purchase was equivalent to $874,000. This repurchase 
obligation arose under the terms of Article V, Section 7 
of the Fund’s Articles of Agreement through a combina- 


Petroleum Output and Consumption 


In its recently published annual report for 1948, Royal 
Dutch states that in spite of a sizable increase in world 
output and refining capacity the current demand for 
petroleum products could not be fully satisfied in 1948. 
World output of raw petroleum increased by 13 per cent, 
from 432 million metric tons in 1947 to 489 million in 
1948. Nearly half of this increase is accounted for by an 
increase of U.S. production, from 269 million tons to 
293 million. The rate of increase of world output had 
been 10 per cent in 1947 and 6.9 per cent per annum 
during the interwar period. 

The postwar progressive increase in demand for 
petroleum products continued during 1948 and main- 
tained the price level for all petroleum products. In the 
United States, domestic needs have been barely satisfied 
in spite of considerable imports of raw and fuel oil from 
the Caribbean and the Middle East. In most countries 
outside the United States, the increase in demand has been 
held in check by restrictions on consumption. 

Prospects for future expansion of consumption of 
petroleum products are favorable. The ECA countries 


tion of two factors. During the financial year ended 
April 30, 1948 the Costa Rican monetary reserves in- 
creased, while at the end of the year the amount of the 
Fund’s holdings of Costa Rican currency exceeded the 
level at which there would be no repurchase obligation. 
Source: International Monetary Fund, Press Release, 


Washington, D. C., June 30, 1949. 


estimate that 1953 consumption will be 33 per cent greater 
than in 1948, and their estimates take into account only 
essential needs. Demand from underdeveloped markets 
such as Africa, the Far East, and South America is also 
expected to increase at least as rapidly. 


Source: Agence Economique et Financiére, Paris, France, 
June 14, 1949. 


ECA Investment Guaranties 


In conformity with Congressional amendments to the 
ECA law pertaining to guaranties of investment, ECA has 
announced that U.S. investors may now convert their 
earnings on investments in ERP countries up to a total 
of 175 per cent of the sum invested. Under the original 
ECA law, convertibility of currency receipts was allowed 
only up to the actual amount of the dollar investment. 
Although investors will be limited as to the amount of 
receipts they can convert in the first five years, the full 
175 per cent of the invested principal may be converted 
after the beginning of the sixth year. 

Source: Economic Cooperation Administration, Press 


Release, Washington, D. C., June 24, 1949. 
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New Intra-European Payment Agreement 


A new intra-European payment agreement was approved 
in Paris on July 1 by the OEEC Council. It will be in 
force for the next 12 months and will replace the agree- 
ment which was approved on October 16, 1948 and re- 
mained in force until June 30. The new agreement, 
like the old, is based on the distinction between condi- 
tional and unconditional aid and on drawing rights that 
creditor countries will grant to debtor countries. Accord- 
ing to brief press reports, the main innovation is a pro- 
vision which makes it possible for debtor countries to use 
part of their drawing rights in any other participating 
country. The peculiar situation of Belgium, whose pros- 
pective surplus toward the participating countries is at 
present more than twice her deficit with the Western 
Hemisphere, receives special treatment. 

The following are the main points of the new agree- 
ment: (1) Drawing rights cannot be converted into 
dollars; (2) up to 25 per cent of the drawing rights are 
transferable among the participating countries; (3) Bel- 
gium has agreed that her surplus with the other OEEC 
countries in 1949-50 will not exceed $440 million. The 
first $200 million of such a surplus, corresponding to the 
estimated Belgian deficit with the Western Hemisphere, 
will be fully covered by ECA conditional dollar grants. 
The next $125 million of the surplus will entitle Belgium 
to a new unconditional ECA grant of $62.5 million. 
This grant will be matched by credits of an equal amount 
granted by Belgium in her currency to the other nations. 
An additional $75 million of the Belgian surplus will 
entitle her to other ECA unconditional grants of $50 
million, matched this time with a $25 million credit in 
Belgian francs. For the remaining $40 million of her 
surplus, Belgium will receive a corresponding amount of 
ECA unconditional grants. To summarize, Belgium will 
receive $200 million of ECA conditional grants and $152.5 
million of unconditional grants; the limits, if any, on 
the use of these dollars have not yet been fixed. The 
credits in Belgian francs, equivalent to $87.5 million, 
will be granted to the United Kingdom, France, and the 
Netherlands in proportion to their respective deficits with 
Belgium. These credits will bear the same interest as 
the ECA loans (2% per cent), and the amortization 
period has been tentatively set at five years, beginning 
1953. If within this five-year period Belgium should 
incur a deficit with any of the participating countries, the 
deficit would be deducted from that country’s liability to 
Belgium. 

Source: The Wall Street Journal, New York, N. Y., 
July 2, 1949. 


ca, 


U.K. Reserves 


The Chancellor of the Exchequer has stated that the 
gold and dollar reserves of the United Kingdom were 
$1,624 million at the end of June 1949, compared with 
$1,884 million at the end of March 1949, 

Source: The Washington Post, Washington, D. C., July 
7, 1949. 


Sterling Area Oil 


The Prime Minister of Australia has disclosed figures 
supplied to him by Sir Stafford Cripps in support of the 
U.K. request for the continuation of petrol rationing in 
Australia. He said that net dollar sales of petroleum 
products by U.S. companies to the sterling area and to 
British-controlled companies are at an annual rate of 
about £40 million a year. As there is a substantial dollar 
element in the so-called sterling oil total, the total net 
dollar cost of oil to the sterling area is well over £100 
million a year. 


Sources: The Times, London, England, June 22, 1949; 
The Financial Times, London, England, June 
22, 1949. 


Finance Corporation for Industry 


As of March 31, 1949, the British Finance Corpora- 
tion for Industry reported loans and participations of 
£11 million, an increase of £6.25 million in a year. 
There were further commitments of £50.1 million, against 
£A1.3 million in March 1948. Most of the Corporation’s 
business has been with the steel industry; up to March 
1949 that industry had concluded loan agreements with 
the Corporation of £50.7 million, of which £3.2 million 
were taken up. The Corporation made its first profit, 
£65,000, in 1948-49. 

Sources: The Times, London, England, June 30, 1949; 
The Financial Times, London, England, June 
30, 1949; The Economist, London, England, 
July 2, 1949. 


French Foreign Exchange Receipts 


The French Government is now confronted with the 
problem of financing increased sales of francs by the 
Exchange Equalization Fund against foreign currencies. 
The efforts of the Government to expand exports have 
resulted in a sharp improvement in the French position 
on many foreign markets. During recent weeks France 
has achieved a surplus in payments with most European 
countries and has been able to reduce her deficit with 
Switzerland, Belgium, and the sterling zone. In addi- 


tion, increased confidence in the French franc is encourag- 
ing exporters to repatriate their foreign balances while 
French business concerns are liquidating assets abroad 
because of the local shortage of working capital. The 
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largest influx of tourists in 20 years, combined with the 
fact that official “free” rates are at almost the same level 
as black market rates, is bringing to the Treasury foreign 
currencies ranging in value from $2 million to $3 million 
a week. These include U.S. dollars of more than $1 
million a week. 

All the currencies go into the Exchange Equalization 
Fund, and the Treasury supplies the French francs given 
in exchange. Since the influx of foreign currencies is 
expected to continue, the Treasury is studying new 
arrangements so that the exhaustion of its resources can 
be avoided. According to the plan being studied, the 
Bank of France would purchase directly the foreign cur- 
rency and the gold as it used to do before 1936 when the 
Exchange Equalization Fund was created. The resulting 
addition to the note circulation would not be considered 
inflationary, since it would be backed by a corresponding 
increase in foreign currency holdings. The volume of 
Bank of France advances to the Treasury would be re- 
duced and would be more satisfactorily controlled. 
Source: New York Herald Tribune, Paris, France, June 

22, 1949. 


Netherlands Exports of Tulip Bulbs 


Tulip bulbs have been an important item on the Dutch 
export list, amounting to $28 million in 1948. The 
main customers were the United Kingdom with $9 million, 
the United States with $7 million, and Scandinavia with 
$4 million. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, June 
28, 1949. 


Anglo-Danish Trade 


The United Kingdom and Denmark have agreed on a 
six-year contract under which Denmark will send to the 
United Kingdom 75 per cent of its annual exportable 
surplus of butter, with a maximum of 115,000 tons in any 
one year. The contract will begin next October 1, and 
the price for the first year will be 271s. 6d. a cwt. (equiva- 
lent to DKr 5.17 per kilogram), f.o.b. Prices for sub- 
sequent years will be subject to annual review, with max- 
imum variations in any year of 714 per cent above or 
below prices in the preceding year. The price for the 
first year compares with one of 235s. per cwt., f.o.b., 
which was fixed for the season ending July 31, 1949 in 
the long-term agreement between the United Kingdom 
and New Zealand. 

Under the current one-year contract, Denmark under- 
took to supply not less than 60 per cent of its exportable 
surplus of butter at a price of 321s. 6d. a cwt. (or 
DKr 6.12 per kilogram), f.o.b. According to the news- 
paper Berlingske Tidende, the limit placed on price 
fluctuations, which might prevent a repetition of the sharp 
price decline that occurred after the first world war (a 


decline of about 50 per cent), makes the new agreement 
satisfactory to Denmark, despite the agreed lower price. 
A long-term agreement has also been signed for Danish 
egg exports to the U.K. Denmark will send to the British 
market 85 per cent of her total export of eggs. The 
prices are lower than the present export prices, but the 
decrease is not so great as for butter. 
Sources: The Times, London, England, June 28, 1949; 
Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 2, 1949. 


French Franc a Hard Currency in Spain 


The Spanish Foreign Exchange Institute has raised the 
official foreign exchange value of the French franc from 
24.90 francs per peseta to 16.60 francs, and the prefer- 
ential rate from 16.60 francs to 10.90 francs. This deci- 
sion, taken in application of the Ordinance of June 25, 
1949, indicates that the French franc is now rated as a 
hard currency by the Spanish Government. 


Source: Agence Economique et Financiére, Paris, France, 


June 29, 1949. 


Swiss Export Tax Reduced 


According to the Schweizerisches Handelsamisblatt, the 
Swiss export tax in force since January 1, 1947 was to 
be decreased as of July 1, 1949, from 0.5 per cent to 0.25 
per cent of the export value. A corresponding reduction 
would be applied to export licenses which were subject to 
the higher tax but were not used before July 1. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, June 
27, 1949. 


Italy's Recovery Slowing Down 


There are some indications of a slowing down of Italy’s 
postwar recovery, which are not necessarily of a seasonal 
nature. In the fourth week of May the wholesale price 
index of the Central Institute of Statistics was 5,356 
(1938 = 100), a decline of 1 per cent from the preceding 
month. There has now been a continuous price decline 
for five months, totaling about 6 per cent. This followed 
six months of stability, with the index around 5,700. The 
decline in prices has been particularly sharp for processed 
goods (8.1 per cent). The food products index declined 
about as much as the general index. 

This more than seasonal reduction in prices (during 
the same period last year the fall was only 3.5 per cent) 
is only one sign of a slowing down of recovery. The 
Central Institute of Statistics index of industrial produc- 
tion dropped in April to 106 (1947 = 100) from 109 in 
March and 119 in September 1948. The index for raw 
material stocks shows a similar decline, to 112 (1938 = 
100) last February, from 148 in August 1948. 

The note circulation, after the all-time high of 963 
billion lire last December, fell at least until the end of 
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March, when it was 892 billion lire. Stock exchange 

quotations, already abnormally low in comparison with 

prewar, have declined further in the last few months, 

the index falling from 2,126 (1938 = 100) on March 31 

to 1,702 on May 26. 

Sources: Instituto Centrale di Statistica, Notiziario Istat, 
Serie C, Rome, Italy, June 22, 1949; The Journal 
of Commerce, New York, N. Y., July 5, 1949. 


Guaranteed Greek Cereal Prices 


A limited collection plan for the 1949 cereal crop at 
guaranteed prices has been announced to Parliament by 
the Greek Minister of Agriculture. The aggregate quantity 
to be collected by the Government has been set at 50,000 
tons of wheat, 11,500 tons of rye, and 15,000 tons of 
barley, which together represent some 6 to 7 per cent of 
the expected harvest. Only those farmers who cultivate 
up to 12.4 acres are entitled to price support benefits, 
and the quantities of cereals to be delivered at the guar- 
anteed prices vary, according to the acreage cultivated 
by each farmer, from 640 kilograms to 1,920 kilograms. 
Guaranteed prices per kilogram have been fixed at 
approximately 1,560 drachmas for wheat, 1,200 drachmas 
for rye, and 1,000 drachmas for barley. Farmers will 
be granted an additional 390 drachmas per kilogram of 
cereals if they agree to cooperate with the authorities in 
introducing farming methods aimed at increasing yields 
next year. 


Source: To Vima, Athens, Greece, June 11, 1949. 


Financial Policy of Czechoslovakia 


Mr. Kabes, Czechoslovakia’s Minister of Finance, suc- 
cessor of Dr. Dolansky, who became the President of 
the State Planning Office last April, addressed the Parlia- 
mentary Budgetary Committee on June 9, on the develop- 
ment of State finances and the future financial policy of 
the country. He stated, inter alia, that “the stabilization 
of currency is increasing simultaneously with the increase 
of productivity, and since we are stepping up productivity 
with all our strength and abilities, we are thus also in- 
creasing the stabilization of our currency.” Discussing 
currency problems he said, “Among the most important 
factors which influence the internal value and the stability 
of currency are wages, prices, and production. And if 
today we have control over these elements, and if we 
are able to plan prices, wages, and production we have 
in our hands the means of directing our currency. And 
if these conditions are given today and if, as everybody 
can see, production is rising, then the future prospects as 
far as the value of money is concerned are clear and 
unequivocal.” 


Source: Prague News Letter, Prague, Czechoslovakia, 
June 23, 1949. 
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Polish Trade Agreements 


Trade negotiations between Poland and Czechoslovakia 
ended on June 15 with the signing of a protocol pro- 
viding for Czechoslovak exports and imports totaling 
2.5 billion korunas (US$50 million) in the second half 
of 1949. This continues the trade agreement in effect 
until June 30, and provides for the same volume of 
trade as in the second half of 1948. Information is not 
available concerning the commodities to be exchanged. 
Negotiations on a trade agreement for 1950 are sched- 
uled for next fall. 

Negotiations between Poland and Austria, aiming at 
the renewal of the trade agreement which expired on 
June 30, have been going on for some time. Under the 
previous agreement, Poland was to deliver to Austria 
1.2 million tons of coal and Austria was obliged to pay in 
U.S. dollars for about 60 per cent of the value of these 
shipments. Austria (following the example of Sweden 
and Italy) would like an agreement which would permit 
full payment for its Polish coal imports by increased 
exports of manufactured products. Both countries agree 
that a further expansion of the trade volume is desirable. 
Poland has offered Austria larger quantities of eggs, 
poultry, fish, and vegetables, maintaining that it cannot 
afford to lose one of its main sources of hard currency 
receipts. 


Sources: State Statistical Office, Statisticky Zpravodaj, 
Prague, Czechoslavakia, March 15, 1949; 
Hospodar, Prague, Czechoslovakia, June 23, 
1949; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, June 25, 1949. 


MIDDLE EAST 


Syrian-Lebanese Economic Relations 


Syria has advised Lebanon that if no final agree- 
ment on pending economic problems is reached by the 
two countries before the end of June it will feel free 
to pursue independently any policy which it may believe 
advantageous. Furthermore, it has stated that it will 
not continue the “gentlemen’s agreement” of March 
1948 unless important modifications are introduced re- 
garding exchange control and import policies. Syria 
is unlikely to end the customs union with Lebanon, 
however, since Lebanon has always been the main 
market for Syria’s agricultural surpluses, and Syria 
has no important ports. Plans for constructing a port 
at Latakia and for building the necessary roads and 
railways are still in the making. Moreover, most of 
Syria’s trade is handled by Beirut merchants, and it 
may not be easy or profitable to replace them in the 
near future. Under the circumstances, the two countries 
will probably work out a new compromise which will 
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not be very different from the present “gentlemen’s 
agreement,” but imports from all areas will probably 
be further restricted. 


Source: Le Commerce du Levant, Beirut, Lebanon, June 


11, 1949. 


Iraq's Capital Works Budget 


The Iraqi Parliament has approved the 1949-50 
capital works budget, with expenditure estimated at 
ID 2.8 million and revenue at ID 2.2 million. Capital 
works include mainly military installations, irrigation 
works, and other public works. The revenue is derived 
exclusively from oil royalties, estimated at ID 1.7 mil- 
lion, and currency board contributions, estimated at 
ID 0.5 million. The budget deficit of about ID 0.6 mil- 
lion is insignificant, as construction of most of the works 
included will extend into next year. A long-term devel- 
opment program is being prepared under a special budget 
which will depend partially on a loan from the IBRD. 
The Government will establish a supervisory council 
to maintain permanent control of the capital works. 


Source: The Iraq Times, Baghdad, Iraq, May 21, 1949. 


Iraq’s Cereal Export Restrictions 


Because of the bumper barley crop in Iraq, all re- 
strictions on its sale or export have been lifted. Internal 
trade in wheat has been freed, but exports are not yet 
permitted. Since the lifting of restrictions, barley and 
wheat prices have remained unchanged, but the wheat 
market is reported to be “dull.” Prices of other agri- 
cultural products, i.e., lentils, potatoes, onions, and rice, 
have been declining. 


Source: The Iraq Times, Baghdad, Iraq, June 10, 1949, 


FAR EAST 


India-Pakistan Trade Agreement 


A new agreement for the exchange of essential com- 
modities between India and Pakistan was signed in 
Karachi on June 24. India will supply steel, coal, cotton 
and jute textiles, chemicals, mustard oil, and groundnut 
oil to Pakistan, and will receive jute, cotton, hides, and 
skins. 

Source: Government of India Information Services, Re- 


lease, Washington, D. C., June 29, 1949. 


India’s Industrial Production 


India’s Industry Minister has stated that industrial 
production during the first half of 1949 was 12 to 15 
per cent above that of 1948. Explaining the Govern- 
ment’s industrial policy, the Minister stated that as long 
as workers and consumers were not exploited and capi- 
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talists did not sacrifice the interests of the country, 
private enterprise would be allowed to function. An 
Industrial Finance Corporation set up by the Central 
Government, he said, had already loaned $9 million to 
industries. 


Source: Government of India Information Services, Re- 
lease, Washington, D. C., June 29, 1949. 


Pakistan’s Foreign Capital Policy 


Pakistan’s Finance Minister declared recently at 
London that his Government welcomed the investment of 
foreign capital, provided, of course, it does not pre- 
judice Pakistan’s political independence and economic 
integrity. He added that all industries, except a few key 
industries and hydroelectric projects, are open to foreign 
capital, and that the only restriction would be that in some 
industries 30 per cent of the shares must be offered to 
Pakistan nationals. If, however, these shares are not 
bought by Pakistan nationals during a specified period, 
they may be offered to anyone. 

Source: Embassy of Pakistan, Pakistan Affairs, Wash- 
ington, D. C., June 16, 1949, 


China’s Food Situation 


Notwithstanding the dislocations arising from the 
civil war, China’s agricultural production in the 1948-49 
crop year is expected to approximate the high levels of 
the preceding year. The food supplies of Nationalist 
China seem likely to be sufficient until September 1949 
in most of Central China south of the Yangtze, with the 
possible exception of the Tung-Ting lake area; in South 
China, except for parts of Fukien, where poor rice crops 
last year and speculation in rice are expected to cause 
serious shortages; and in West China, except certain 
areas of West Suiyuan and West Yunnan. 

In Communist China, surpluses are expected in Man- 
churia, parts of Chahar, and East Suiyuan. A gradual 
tightening of food supplies is expected in other areas of 
Chahar and in much of North China because of less- 
than-average winter crops and poor summer crop plant- 
ings. The belt along the Lunghai Railway was probably 
the area most affected by food shortages during the late 
spring of 1949. 

Source: U.S. Department of Commerce, Foreign Com- 


merce Weekly, Washington, D. C., June 27, 1949. 


Currency Situation in Thailand 


Thailand’s note circulation has recently been increased 
by 60 million baht (official rate is 10 baht to one U.S. 
dollar) to relieve the shortage of cash in Bangkok. Total 
circulation at the end of March was 2.56 billion baht, 
compared with 2.50 at the beginning of February. 
Recent large exports of rice have increased the gold 
and hard currency reserves. Possible inflationary effects 
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were discounted as disbursements made with the new 
notes were primarily for rice purchases in up-country 
areas where the demand for consumer goods generally 
continues to decline. The baht which had depreciated 
on the open market, as an aftermath of the attempted Feb- 
ruary coup d’état, to a low of 22.20 to the U.S. dollar was 
quoted at the end of March at 20.60 and 20.80. Only 
the refusal of many banks to sell exchange in February 
to other than established foreign traders prevented an 
even greater depreciation in view of the heavy demand 
for non-import exchange. 


Sources: Thai Commercial Development Bureau, The 
Siam Trade and Economic Review, Bangkok, 
Siam, March 1949; U.S. Department of Com- 
merce, Foreign Commerce Weekly, Washington, 


D. C., June 27, 1949. 


Philippine Import Restrictions 


Effective August 1, imports to the Philippines of all 
woven and knitted textiles valued at over 1.20 pesos per 
yard (equivalent of 50 cents per yard in the U.S.) will 
be restricted. It is understood that the restrictions are 
designed to cut down imports by the following per- 
centages: weaving yarns 80 per cent; wearing apparel 
50 per cent; all other goods except fish nets, twine, etc. 
50 per cent. Strict controls upon imports of so-called 
luxury textiles were imposed at the beginning of 1949, 
but the new regulation will affect a far larger quantity 
and more numerous types. 


Source: The Journal of Commerce, New York, N. Y., 
July 1, 1949. 


UNITED STATES AND CANADA 


U.S. Budget Deficit 


The United States had a budget deficit of $1,811 mil- 
lion in the fiscal year ended June 30, 1949. This compares 
with a surplus of $8,419 million at the end of fiscal 1948. 
Net receipts decreased 9 per cent, from $42,211 million 
to $38,246 million, while expenditures rose 18.5 per 
cent, from $33,791 million to $40,057 million. 

Source: U.S. Treasury Department, Press Release, Wash- 
ington, D. C., July 1, 1949. 


U.S. Federal Reserve Controls 


Controls over consumer installment credit in the 
United States, imposed in the form of Regulation W by 
the Board of Governors of the Federal Reserve System, 
expired on June 30. The Board’s authority to increase 
member bank reserve requirements also expired on this 
date. Effective July 1, reserve requirements against net 
demand deposits will be 24 per cent for central reserve 


city banks, 20 per cent for reserve city member banks, 
and 14 per cent for member country banks. This repre- 
sents a decline of one percentage point for reserve city 
and country banks. Requirements against time deposits 
for all classes of member banks are down from 7 to 6 
per cent. The changed requirements will result in a 
reduction of approximately $800 million in required 
reserves. 
Source: Board of Governors of the Federal Reserve 
System, Press Release, Washington, D. C., June 
29, 1949. 


Construction in U.S. 


The value of total new construction in the United 
States will reach a record $19 billion in 1949, according 
to new estimates by the Departments of Labor and Com- 
merce. Although the 1949 estimate is only 1.2 per cent 
above the dollar value for 1948, the volume of con- 
struction is expected to be up even further. A fall in 
construction costs is due to declining prices of materials 
and increased labor productivity. Total private con- 
struction is expected to drop 5.1 per cent from the 1948 
level. The largest percentage declines are expected in the 
industrial sector (28.4 per cent), retail outlets (11.2 per 
cent), and residences (10 per cent). A rise in public 
construction of 22.9 per cent will more than offset a 
decline in private construction. Public residential con- 
struction is expected to rise from $85 million to $200 
million, while other large increases are anticipated in 
hospital and other institutional building (94.1 per cent), 
schools (41.1 per cent), and conservation and develop- 
ment (25.6 per cent). 


Source: U.S. Department of Labor, Press Release, Wash- 
ington, D. C., June 25, 1949. 


Sterling Area Exports to U.S. 


United States imports from the sterling area (including 
South Africa) in 1948 amounted to $1,356 million or 
19.27 per cent of total imports of $7,038 million, ac- 
cording to an analysis published by The Financial Times. 
The figures cover merchandise trade only and exclude 
gold and silver. 


U. S. Imports from Sterling Area, 1948 
(million U.S. dollars) 


Malaya 270 (rubber 194; tin 72) 

India 268 (jute 152) 

United Kingdom 261 (textiles 75; metals and metal 
manufactures 33; machinery 
and vehicles 56) 


South Africa 137 (precious stones, etc. 77) 

Australia 132 (raw wool 93) 

Gold Coast 75 (cocoa 66) 

Ceylon 538 = (tea, coffee, cocoa 23) 

New Zealand 83 (raw wool 15; hides and 
skins 12) 

Nigeria 81 (cocoa 23) 

Pakistan 25 (jute 11) 

Other countries 71 





Total 
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FINANCIAL NEWS SURVEY 


There was, for the sterling area as a whole, as for 
each country separately, a marked concentration on a 
narrow range of commodities. Rubber was the most 
important commodity, accounting for 16 per cent of the 
trade; jute and manufactures covered 12 per cent, raw 
wool 11 per cent, cocoa, coffee, and tea together 10 per 
cent, leather, hides, etc., 6 per cent, precious and semi- 
precious stones 6 per cent, and tin 5.5 per cent. These 
seven commodity groups together comprised 66.5 per 
cent of imports from the sterling area. Machinery and 
vehicles, manufactured woolen yarns and cloth, and raw 
and manufactured cotton provided a further 8.5 per cent. 
Fruits, nuts, ferroalloys, copper, and lead were also im- 
ported. 

Source: The Financial Times, London, England, June 
30, 1949. 


Canada’s Gold and Dollar Reserves 


Canada’s gold and U.S. dollar reserves at the end of 
June totaled $977 million, the smallest amount to be 
reported since November 1948 and $90 million below the 
end of March total. The drop, according to the Minister 
of Finance, was due to the transfer of 1948 profits of 
foreign-owned Canadian companies. Such profits can 
be taken out of the country three months after the end 
of the fiscal year in which they are made. According to 
The Financial Post, transfers were unusually large be- 
cause of high profits, removal of certain restrictions by 
the Foreign Exchange Control Board, and fears of pos- 
sible devaluation of the Canadian dollar. 

The decline in reserves may also reflect a decrease in 
Canada’s export surplus. In April there was an over-all 
trade deficit of $2 million, while the debit balance with 
the United States totaled $65 million, compared with 
$45 million in March, $41 million in February, and $47 
million in January. April imports from the United 
States were at the highest level since the November 1947 
initiation of import controls, and reflected the gradual 
relaxations of these restrictions. 

Sources: The Globe and Mail, Toronto, Canada, June 
29 and July 2, 1949; The Financial Post, 
Toronto, Canada, July 2, 1949. 


Canada’s Budgetary Surplus 


The Canadian Government’s surplus for the first two 
months of the fiscal year beginning April 1949 totaled 
$252 million, nearly $3 million below the comparable 
period of the previous fiscal year. Expenditures were 
$231 million; $50 million was for interest on public 
debt, $49 million for family allowances, and $27 million 
for veterans’ affairs. Revenue was abnormally high, be- 
cause it included the final settlements of 1948 income 
tax payments and did not reflect the tax cuts which came 
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into effect on April 1, 1949. Income taxes of $217 mil- 

lion and corporation taxes of $92 million provided the 

largest sources of revenue. The Minister of Finance noted 

that the two months’ surplus could not be taken as any 

indication of the surplus for the whole year. 

Source: The Globe and Mail, Toronto, Canada, July 2, 
1949, 


LATIN AMERICA 


Mexican Exchange Policy 


Mexico’s Minister of Finance stated on June 18 that 
it is the Government’s intention to continue maintaining 
“the purchasing power of the wage earner” in order to 
assure the stability of the new parity (see this News 
Survey, Vol. I, p. 397). In his statement, the Minister 
stressed the following points: The Government will 
continue the balanced-budget policy which it has success- 
fully followed in the last few months. Expenditures will 
be authorized only in amounts up to the available 
revenues. The volume of credit will continue to be re- 
stricted; no rediscount facilities will be granted to private 
or national banks if such rediscounts should result in a net 
increase in loans. National banking institutions will not 
be permitted to expand credit except through their own re- 
sources, or through funds appropriated in the fiscal 
budget. 

The Government will oppose salary increases which 
would raise the general price level and which would 
result in no real benefit to workers. Also it will continue 
to import wheat and lard, reselling them at cost, since 
they are the only two food items not produced domes- 
tically in sufficient quantities to meet the country’s re- 
quirements. If necessary, a similar policy will be 
adopted with regard to other products. The Govern- 
ment will continue to stimulate agricultural production. 

Tariffs will be revised in the light of the new exchange 
rate, especially on imports of raw materials, semiprocessed 
goods for industrial purposes, machinery and equipment, 
in order to compensate, at least partially, for inevitable 
price increases. There will be no change in the 15 per 
cent export tax although as a result of the new exchange 
rate greater profits will accrue to exporters. 

On June 21 curbs were tightened on imports, the list 
of banned goods issued July 11, 1947 being extended to 
include textiles, clothing, hats and caps, ties, handker- 
chiefs, raincoats, boots, overshoes and rubbers, foods, 
firearms, lotion, creams and powder, and other items. 
Sources: El Nacional, Mexico, D. F., June 19, 1949; 

The Journal of Commerce, New York, N. Y., 
June 22, 1949. 


Costa Rica’s Exchange Position 


The exchange position of Costa Rica improved during 
the first quarter of 1949. Foreign exchange held by the 
Issue Department of the Banco Nacional rose from 16.9 
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million colones ($3.01 million) in January to 29.1 mil- 
lion ($5.17 million) in March. International assets (as 
reported by the Banco Nacional) increased in the same 
period from 34.8 million colones to 46.0 million. This 
improvement is explained mainly by increased receipts. 
The backlog of import payments decreased from $9.4 
million in January to $7.1 million at the end of March. 
Source: Revista del Banco Nacional de Costa Rica, 
San José, Costa Rica, March 1949. 


Brazilian Budgetary Results 


During the first four months of 1949 Brazil’s budgetary 
revenue was equivalent to US$245 million, and expend- 
itures to US$244 million. The budget estimate for the 
year showed a deficit of US$61 million, and the President 
instructed his Ministries to economize wherever possible. 
The results during the rest of the year will depend on the 
extent to which these economies can be continued. In 
April there was a deficit equivalent to US$21 million. 
The annual revenue rate in the first four months was 25 
per cent below budget estimates, primarily because of 
lower tax receipts. 


Revenues Expenditures Balance 
(million dollars) 
1949 January 54 +16 
February 62 
March 68 
April 61 
Annual Rate 735 
Budget Estimate 985 


Source: Bank of Brazil, Resenha Economica Mensal, 


Rio de Janeiro, Brazil, May 1949. 


Brazilian Trade Deficit 


The value of Brazil’s exports in the first quarter of 
1949 was 4 billion cruzeiros, compared with 4.5 billion 
in the first quarter of 1948; and imports were 5.5 billion 
cruzeiros, compared with 3.9 billion a year earlier. Of 
the deficit, 1.1 billion was in trade with the United States. 
First quarter exports to the U.S. amounted to 2 billion 
cruzeiros, and imports to 3.1 billion. Exports to Europe 
in the quarter were 6 per cent less than in the first 
quarter of 1948. Since imports were at about the same 
rate as in 1948, the deficit with Europe was small (10 
million cruzeiros). Exports to the United Kingdom 
declined sharply, to 173 million cruzeiros, while imports 
from that country rose to 517 million cruzeiros. 
Source: Bank of Brazil, Resenha Economica Mensal, Rio 

de Janerio, Brazil, May 1949. 


OTHER COUNTRIES 


British Colonial Development 


According to the Annual Report of the Secretary of 
State for the Colonies for 1948-49, projected gross capital 
formation in the British Colonies was £188 million in 


the calendar year 1948. Between one third and one half 
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was maintenance work. Of gross expenditure, one third 
was on transport facilities and one sixth on public works 
and the social services. Imported capital goods were to 
account for £112 million of the outlay, and local ex- 
penditure, largely on labor, for £76 million. 

The colonies provided 9.7 per cent of United Kingdom 
imports in 1948, against 5.3 per cent in 1938. The volume 
index of colonial exports (1946=100) was 134 in 1947 
and 151 in 1948; in 1936 it was 119. Sugar production 
(1.064 million tons in all) was above prewar levels in 
all colonies except British Guiana and Trinidad, and it is 
expected to reach 1.2 million tons in 1949. Cotton pro- 
duction—mainly in Uganda—was 50 per cent higher than 
in 1947. Malayan rubber production was nearly 700,000 
tons. Secondary industries are being developed in cement 
(Jamaica, Northern Rhodesia, and Malaya), canned 
meat (Tanganyika), soap, margarine, and canned pine- 
apples (Malaya), and timber (Gold Coast and Nigeria). 
Imports of carcass beef from Africa are now to be per- 
mitted into the United Kingdom under safeguards against 
the spread of rinderpest. 


Sources: The Times, London, England, June 29, 1949; 
The Financial Times, London, England, June 
29, 1949. 


Australian Meat Prices 


An agreement has been reached in London with the 
Australian Government on the price to be paid by the 
United Kingdom for mutton, lamb, and offals for the 
year beginning July 1, 1949. This is in accordance with 
the terms of the bulk purchase agreement which provide 
for an annual review of prices. The new price represents 
a small increase to cover some increase in Australian 
costs of production and to encourage the supply of the 
maximum quantities of meat for export to the United 
Kingdom. 


Source: The Times, London, England, July 1, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have heen covered widely in the press 
throughout the world. 
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